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I he Hanna Mining Company, which 
dates back through predecessor 
companies to the 1840’s, is a leader 
in mining, minerals processing, 
transportation, finance, and man¬ 
agement. 

As one of the world’s largest inde¬ 
pendent producers of iron ore, 
Hanna operates four iron ore pellet 
projects in the United States — one 
wholly-owned, one jointly-owned, 
and two in which it has minority 
interests. It is the largest stock¬ 
holder of Iron Ore Company of 
Canada and serves as manager of 
the company. In Brazil it has an in¬ 
direct one-third interest in a major 
iron ore company. In total, the prop¬ 
erties in which Hanna has owner¬ 
ship interests in the U.S., Canada, 
and Brazil have an annual produc¬ 
tion capability of some 53 million 
tons of high grade iron ore pellets, 
concentrates, and natural ores. 

Hanna produces primary nickel, 
ferrosilicon, and silicon metal at 


wholly-owned facilities in the U.S. 
and has a one-third interest in an 
integrated aluminum company in 
Brazil. 

In energy-related fields Hanna is 
a joint owner of two low sulfur coal 
properties in Colorado and has 
interests in oil and natural gas prop¬ 
erties, including operations in off¬ 
shore Louisiana and the North Sea. 

Hanna operates bulk cargo 
vessels on the Great Lakes and in 
the St. Lawrence Seaway, an ocean 
chartering and shipping agency, 
and coal and ore docks owned by 
others. 

The company conducts geologi¬ 
cal exploration and metallurgical 
research, most of which in recent 
years has been concentrated on 
non-ferrous minerals and energy 
sources. 

Hanna investments include 
minority holdings in National Steel 
Corporation, the two Canadian com¬ 
panies that hold the concessions on 
which Iron Ore Company of Canada 
operates, and a Brazilian petro¬ 
chemical holding company. 

Hanna’s commitment to protect¬ 
ing the environment extends back 
many years and has involved 
millions of dollars of expenditures. 
All Hanna-operated properties are 
in compliance with all current en¬ 
vironmental laws and regulations. 


COVER: High grade iron ore 
pellets, the most widely-used feed 
in North American blast furnaces, 
increase furnace output and 
improve productivity. These were 
produced at Hanna’s Groveland 
pellet project in Michigan. 
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To Our Stockholders 


Earnings in 1978, at $25,554,000, were 
down 44 percent from the $45,458,000 
earned in 1977. Per share results were 
$2.88, compared to $5.13 in 1977. 

Most of this decline occurred in in¬ 
come from affiliated companies carried 
at equity, which dropped to $3.9 million 
from $22.2 million the year before, and 80 
percent of this was the result of the four- 
month strike at Iron Ore Company of 
Canada. Equity income from IOC was 
down $12.1 million from 1977 and equity 
income from associated Canadian com¬ 
panies was off by $2.4 million. 

The other large drop in equity income 
was a reduction of some $3.6 million from 
Brazilian iron ore, mainly the result of 
price deterioration in world markets, 
coupled with increased production 
costs. 

Operating income from domestic 
nickel also was adversely affected by 
cost-price pressures. More pounds were 
sold than in 1977, but prices were down 
and costs rose sharply, resulting in 
operating income of $5.5 million, which 
was less than half that of the previous 
year. 

With domestic steel production at the 
highest level since 1974, demand for 
Hanna iron ore pellets was strong 
throughout the year. The four Hanna- 
operated iron ore pellet projects in the 
U.S. produced 10.4 million tons, an in¬ 
crease reflecting principally the first 


New record North American iron 
ore cargo — 204,000 tons — was 
loaded at Iron Ore Company of 
Canada terminal at Sept-lles in 
November. The shipment was 
pellets from the Carol project in 
Labrador. The Tantalus is a fifth of 
a mile long and 164 feet wide. 


full-year production of the expanded 
National Steel pellet project. Because of 
increased production, the contributions 
to earnings by these properties were up 
from the year before, but price increases 
of less than 6 percent did not fully com¬ 
pensate for continuing cost increases. 

The expansion of Alcominas, the 
Brazilian aluminum company in which 
Hanna has a one-third interest, was com¬ 
pleted ahead of schedule and the new 
facilities are being started up. Alcominas 
earned about the same in 1978 as the year 
before, but because of a direct, non¬ 
recurring charge relating to the expan¬ 
sion, Hanna’s equity portion of 
Alcominas earnings was reduced about 
15 percent. 

Colowyo Coal Company in Colorado 
continued on schedule with the develop¬ 
ment of a 3-million-ton-per-year low sulfur 
coal mine, incurring the largest deficit ex¬ 
pected before completion of the project 
later this year. Coal production exceeded 
1 million tons in 1978 and is targeted at 
1.6 million tons this year, with the full pro¬ 
duction rate scheduled for 1980. Hanna’s 
50 percent equity portion of the Colowyo 
1978 pretax loss was $3.5 million, $1.2 
million greater than in 1977. 

Operating income from oil and gas prop¬ 
erties in which Hanna has minority in¬ 
terests rose slightly to $4.2 million and 
we intend to continue expanding our ac¬ 
tivities in these areas. 


Despite the reduction of earnings, 
Hanna’s financial position is stronger 
than ever before: 

— Funds generated from operations 
totaled $40.3 million, a decline of only 
$1.8 million from the year before. 

—Working capital at year-end was at 
an all-time high of $92.1 million and long- 
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term debt was only 12.7 percent of total 
capital. 

—Cash dividends from affiliates in 
Canadian iron ore and from interests in 
Brazilian iron ore, aluminum, and 
petrochemicals totaled $7.4 million, 
slightly more than in 1977. 

—Stockholders’ equity increased to 
$360.8 million, up from $355.3 million the 
year before, despite an increase of $4 
million in unrealized loss on long-term 
investments. 

— Capital expenditures and in¬ 
vestments in associated companies 
totaled $16.2 million and dividend 
payments, which were maintained at 
$1.80 a share, amounted to $16 million. 

Following the strike at Iron Ore Com¬ 
pany of Canada, which extended from 
early March until late July, operations 
resumed quickly and for the balance of 
the year the company set new records in 
shipments, sales volume, and earnings. 
By year-end it had erased a large strike- 
related deficit and earned a small profit, 
which was an outstanding achievement 
but still a drastic drop from the $44.9 
million earned in 1977. 

The major obstacles to effective opera¬ 
tion of Hanna-managed iron ore proper¬ 
ties over the past two years were 
industry-wide strikes — last year in 
eastern Canada and the year before in the 
Lake Superior region of the U.S. No union 
contracts at Hanna iron ore operations 
expire in 1979. The U.S. agreements 
extend to 1980 and the Canadian 
agreements to 1981. 

Under the highly-competitive condi¬ 
tions that exist today throughout the 
world in the iron ore industry, disruptions 
of operations such as we have recently 
experienced result in an immediate loss 
of sales tonnages. Over the longer term 


these disruptions can lead to permanent 
loss of sales opportunities because of 
the importance placed by consumers of 
ore on continuity of shipments. 

Efforts to eliminate work stoppages 
through improved relationships with 
employees have been assigned the 
highest level of priority at all Hanna- 
managed operations. 

Hanna’s domestic nickel operations are 
confronted with several important 
challenges, among the most serious of 
which are greatly increasing costs for 
electric power and the lower nickel con¬ 
tent of the crude ore in the mine. 

As the grade of the crude ore declines, 
less nickel is available per ton of crude, 
which means that smelter output is 
reduced while the amount of electricity 
required to refine a pound of nickel 
increases, perhaps up to 20 or 25 percent 
in the near-term future. 

Bonneville Power Administration rates 
for electric power are scheduled for a 
substantial increase late this year and 
pressure continues for Pacific Northwest 
power legislation which could result in 
further drastic increases in the smelter's 
electric power costs. If power rates are 
raised substantially, the future of the en¬ 
tire operation could be jeopardized. Area 
legislators have responded vigorously in 
support of the Hanna nickel operation 
and the jobs it provides directly and indi¬ 
rectly in Oregon. 

In any case, even under the most 
favorable of circumstances, it is 





apparent that earnings from Hanna’s 
domestic nickel operations will not 
return to the levels of past years. This 
reduction of earning capability will be 
replaced — and more — by income from 
new ventures, including coal. 

Iron ore properties managed by Hanna 
can move large tonnages of high grade 
iron ore products to the world’s major 
steel-producing areas. All expansions 
are in place and operating effectively. 
The operating problems which accom¬ 
panied the major expansion of Iron Ore 
Company of Canada several years ago 
are now behind us and IOC showed clear¬ 
ly in the closing months of 1978 that it 
can achieve the earnings potential pro¬ 
jected for it when the expansion was 
undertaken. 

We are continuing to broaden our earn¬ 
ings base and expect to derive significant 
returns from western low sulfur coal, 
beginning in 1980 and increasing in suc¬ 
ceeding years. We continue to place 
major emphasis on the development of 
new business activities in non-ferrous 
minerals and energy-related resources. 
With confidence in the long-range 
outlook for copper, we are proceeding on 
schedule with the evaluation of the 
Arizona copper deposit. 

In common with most Americans we 
are gravely concerned about inflation. 
Production costs in 1978 continued to 
rise at a faster pace than prices and pro¬ 
ductivity. The support of all sectors of the 
nation’s economy — public and private 
— is essential if this most serious prob¬ 
lem is to be brought under control. 

Hanna has the experience, the people, 
the properties, and the financial 
resources to compete effectively in its 



traditional fields of business and at the 
same time continue to diversify its 
activities. 

Of Hanna’s many assets, the most 
important is our people. We express 
appreciation to these people who have 
contributed so much to the company in 
the past and can be expected to continue 
doing so in the future. 













IRON ORE/United States 

Iron ore pellet production at the 
four Hanna-managed projects was 
at an all-time high of 10.4 million 
tons in 1978, compared to 7.2 million 
tons in 1977. 

The increase resulted from the 
first full year of expanded opera¬ 
tions at the National Steel pellet 
project in Minnesota. The expan¬ 
sion was completed early in 1977, 
but the property was shut down by a 
four-month strike later that year. In 
1978 National produced 5.1 million 
tons, compared to 2.6 million tons 
the year before, and all components 
of the expanded facilities per¬ 
formed well. 

The Butler project, also in Min¬ 
nesota, operated at capacity 
throughout 1978, producing 2.5 
million tons, compared to 1.7 million 
tons in 1977, when its operations 
also were curtailed by a strike. 

Groveland, in the upper peninsula 
of Michigan, produced 2 million 
tons of pellets in 1978, the same as 
in 1977, when its operations con¬ 
tinued without disruption. 

Pilot Knob, in Missouri, produced 
769,000 tons last year, the same as 
the year before. In both years opera¬ 
tions were suspended temporarily 
because of reduced demand. 

At all four pellet projects natural 
gas is the prime fuel when it is 
available. All are equipped to use 
alternate energy sources as re¬ 
quired. 

IRON ORE/Canada 

Because of the strike, Iron Ore 
Company of Canada sales declined 
to 15.5 million tons of pellets, con¬ 
centrates, and natural ores. This 
was one-third below the 23.6 million 
tons sold in 1977. Sales volume in 


Crude ore at Groveland 
containing 34 percent iron 
is reduced to powder in 
grinding mills so iron particles 
can be recovered. Pellets have 
63 percent iron content. 



1978 totaled $402 million, compared 
to $583 million the year before. 

Earnings in 1978 of $299,000 in¬ 
cluded a $5.4 million adjustment for 
unrealized foreign exchange losses, 
compared to 1977 earnings of $44.9 
million, which included unrealized 
exchange gains of $8.5 million. 

The company’s performance was 
outstanding following the resump¬ 
tion of operations late in July. From 
then until the end of the year it sold 
more than 12 million tons, nearly 80 
percent of the year’s total. 

For the year as a whole, sales of 
natural ore from Schefferville were 
down nearly 20 percent to 1.9 million 
tons. Demand for direct shipping 


Fiery torrents of sparks shower 
from cutting torch at Groveland, 
while in nearby laboratory an 
analyst determines the iron 
content of a sample taken from 
the concentrator. 




ores by blast furnace operators has 
been declining in recent years and 
price erosion in 1978 brought a 
significant reduction in the margins 
on these ores. 

The Carol project at Labrador City 
performed extremely well and, 
except for the strike period, the out¬ 
put of improved quality pellets 
exceeded design capacity for the 
second consecutive year. Produc¬ 
tion of Carol concentrates was 11.8 
million tons, compared to 17.4 
million tons the year before, with 
concentrate sales in 1978 totaling 
3.8 million tons. Carol pellet produc¬ 
tion totaled 6.6 million tons, com¬ 
pared to 10.3 million tons in 1977. 

At the Knob Lake concentrating 
and pelletizing plant at Sept-lles 
production in 1978 totaled 3.1 
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Three mines — the Humphrey, 
Smallwood (below), and Lorraine 
— serve the Carol project in 
Labrador. Combined, they can 
produce more than 40 million tons 
of crude ore annually. 


With winter settling in, truck is 
loaded at the National Steel 
pellet project in northern 
Minnesota (bottom). Mining 
operations and pellet production 
continue year around. 



million tons, compared to 4.7million 
tons during the prior year. 

Over the past several years great 
improvement has been made in 
operations. Employee training pro¬ 
grams and the availability of better 
housing have contributed to a sub¬ 
stantial reduction in employee turn¬ 
over. Five years ago, for example the 
annual turnover rate at the Carol 
project exceeded 70 percent, which 
caused major difficulties in main¬ 
taining production while the large 
expansion program there was being 
completed. Last year the rate at 
Carol was a more manageable 18 
percent which also was the overall 
rate for the company, and efforts to 
achieve further stability are 
continuing. 
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IRON ORE/Brazil 

Shipments during calendar 1978 
by Mineracoes Brasileiras Reunidas 
S. A.—MBR rose slightly to 13.4 
million gross tons of high grade 
natural ore. The increase all came in 
export shipments, which totaled 
10.7 million tons, while shipments to 
Brazilian steelmakers were main¬ 
tained at 2.7 million tons, the prior 
year’s level. 

MBR earnings declined sharply, 
however, for three main reasons: 
lower selling prices, higher oper¬ 
ating costs, and markedly lower 
interest income from short-term 
investments later used to help pay 
for the expansion program at the 
Aguas Claras mine and the 
Sepetiba terminal. As a result, MBR 
net income for the 12 months drop¬ 
ped to $1,856,000, compared to 
$16,667,000 in calendar 1977. 


St. John d’el Rey Mining Com¬ 
pany’s 49 percent equity portion of 
MBR earnings in 1978 was $909,000, 
which after withholding taxes and 
other charges resulted in net in¬ 
come of $365,000, compared to $5.8 
million in 1977. Hanna’s 66 percent 
equity share of St. John earnings 
was $202,000 after provision for 
dividends on its preference stock, 
compared to $3.8 million in 1977. 

Cash dividends paid by MBR in 
1978 totaled the equivalent of $4.3 
million, compared to $11 million the 
year before. Hanna in turn received 
cash dividends of $1,505,000 from 
St. John after Brazilian taxes, in¬ 
cluding a capital distribution of 
$581,000. In 1977 Hanna received 
dividends of $2,377,000 from 
St. John. 

The overriding problem for MBR 
in 1978 was lower prices in world 


Iron rich natural ore from the 
Aguas Claras Mine in Brazil is 
carefully screened before shipment 
(left). Employee adjusts water 
pressure in ore treatment plant 
at the mine. 



iron ore markets. The company did a 
fine job of holding its costs in line, 
but some increase was unavoidable 
in an economy with high inflation. 

MBR’s mining, processing, and 
handling facilities are in excellent 
condition and are being operated 
with commendable efficiency. The 
addition of the third line of crushing, 
sizing, and washing facilities at the 
mine is complete and can be acti¬ 
vated as iron ore demand increases. 

Already in 1979 there has been up¬ 
ward movement in world iron ore 
prices and MBR has negotiated an 
increase with one of its major 
customers. It is anticipated that 
other increases will follow, 
although these are not expected to 
offset fully the cost increases expe¬ 
rienced in the past year, together 
with those that are likely to occur in 
the coming months. 

As in the past, the St. John annual 
report for the fiscal year ending 
March 31, 1979, will be available to 
Hanna Mining stockholders on 
request. 
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Hanna ferronickel, originally 
available only in 30-pound pigs, 
now also is produced in shotted 
form (below) for use in automated 
feeding systems for modern steel 
melting and refining operations. 



Skip cars on aerial tramway 
(top) convey crude lateritic 
nickel ore 1V* miles from the 
mine (bottom) to the smelter, 
2000 feet below. 


NICKEL/United States 

The six-week shutdown of the 
smelter early in the year brought 
production for the year in balance 
with sales, which at 21 million 
pounds were 7 percent greater than 
in 1977. 

Consumption of nickel in the U. S. 
increased last year, but producer 
inventories still are large and prices 
remain depressed. 


Prices received for Hanna nickel 
were down about 10 percent from 
the previous year and rising costs 
were further increased by charges 
relating to the shutdown and by the 
cost of major repairs to the tramway. 

Supplies of electricity from the 
Bonneville Power Administration 
were not interrupted in 1978, but 
precipitation in the BPA watershed 
was below normal last fall and 
winter and there are lower water 
levels in the reservoirs serving the 
BPA hydroelectric system. Thus it 
became necessary early this year to 
resume purchase of outside power 
at higher rates for a portion of the 
Hanna smelter requirements, a 
situation which could continue 
through much of 1979. 

A three-year union contract with a 
wage reopener after two years was 
negotiated without a work stoppage 
at the end of July. 
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Silicon metal (top) is produced 
at Hanna smelter in 
Washington State. Molten 
metal is tapped from electric 
furnace (bottom). 




SILICON/United States 

Sales of silicon products were up 
about 5 percent from the previous 
year and prices rose slightly, but 
changes in product mix brought in¬ 
creased costs and operating income 
declined 45 percent. Operations at 
the smelter near Wenatchee, Wash¬ 
ington, were suspended for a month 
for inventory purposes. Demand has 
improved in recent weeks and 
prices have continued to move 
upward. 

Silicon is used in the production 
of aluminum, steel alloys, silicones, 
and semiconductors. Ferrosilicon is 
a reducing agent in the nickel 
smelting process and a de-oxidizer 
and hardener in carbon and alloy 
steels. 


COAL/United States 

Production of low sulfur coal at 
the Colowyo Coal Company prop¬ 
erty totaled 1 million tons in 1978, as 
planned, and the product is well- 
received by customers. Output this 
year is targeted at 1.6 million tons 
and at a 3-million-ton per year rate in 
1980. 

The project, owned equally by 
Hanna and W. R. Grace & Co., is 
located near Craig, in northwestern 
Colorado, and produces en¬ 
vironmentally acceptable coal for 
use in steam boilers. Development 
began in 1977 and is expected to be 
completed by late this year. 

Most of the coal is sold under 
long-term contracts to electric 
utilities in Colorado and Texas. The 
reserves are ample to permit expan- 
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Low sulfur coal is being mined in 
increasing tonnages at the 
Colowyo property in northwestern 
Colorado. Mine development will 
be completed late this year. 


Wide variety of plants for ground 
cover have been tested for several 
years in preparation for extensive 
reclamation program following 
mining activity at Colowyo. 



sions as market conditions warrant. 

Work is proceeding on schedule 
on a 16-mile railroad spur to the 
property, due for completion late 
this summer. Until then Colowyo 
will continue to truck the output to 
rail loading facilities. 

All of the costs of development 
and start-up are being charged off 
as incurred and thus until full pro¬ 
duction is reached Colowyo is 
reporting losses. In 1978, the year of 
highest projected development 
costs, Hanna’s equity portion of the 
Colowyo partnership pre-tax loss 
was $3.5 million, compared to $2.3 
million in 1977. 

Preliminary shipments began in 
December from the H-G Coal Com¬ 
pany, a separate partnership also 
owned equally by Hanna and Grace. 
This is located near Hayden, in 
northwestern Colorado, and has the 


capability to produce 750,000 tons 
annually, 80 percent of which is sold 
under long-term contract for electric 
power generation at an industrial 
plant in Texas. The H-G reserves 
mineable by surface methods ex¬ 
ceed 8 million tons. 

At both the Colowyo and H-G 
properties, comprehensive reclama¬ 
tion plans are integral parts of the 
mining programs. 


OIL and GAS 

Oil and gas again contributed to 
net income in 1978. Income was 
derived mainly from the offshore 
Louisiana tracts acquired in 1970. 

During 1978 Hanna participated 
in the exploration program of Hamil¬ 
ton Brothers Oil Company and will 
continue to do so in 1979. Several 
discoveries were made and indica¬ 
tions of hydrocarbons were found. 
Further drilling over the next few 
years will be required to assess fully 
their significance to Hanna, which 
holds interests in these properties 
ranging from 1 to 5 percent. 

In accordance with Hanna’s 
accounting policy, all dry hole costs 
and development expenditures are 
charged to income as incurred. 
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Aluminum ingots are palletized and 
ready for shipment from Alcominas 
to Brazilian customers. 


NICKEL/Guatemala 

The Exmibal plant produced 
about 4 million pounds of nickel in 
matte in 1978. The plant was shut 
down for modifications for about 
four months. It is expected that out¬ 
put will increase in 1979. 

Hanna owns a 20 percent interest 
in Exmibal, the balance being held 
by Inco Limited, which manages the 
property. Up to 36 percent of the 
ownership can be acquired by the 
government of Guatemala, the Inter¬ 
national Finance Corporation, and 
the Central American Bank for 
Economic Integration. The balance 
will be owned 80-20 by Inco and 
Hanna. 

NICKEL/Colombia 

In the latter part of the year agree¬ 
ment was reached on the reorgani¬ 
zation of the Cerro Matoso nickel 
project. Under the new structure a 
Colombian corporation, Cerro 
Matoso S. A., will be organized to 
own and operate the project. Com- 
pania de Niquel Colombiano, S. A. 
(Conicol), the majority of which is 
owned by Hanna, will own a 20 per¬ 
cent interest in Cerro Matoso S. A. 
Billiton Overseas Limited, a part of 
the Royal Dutch Shell Group, will 
become a 35 percent owner and will 
purchase the ferronickel to be pro¬ 
duced by Cerro Matoso S. A. under a 
long-term contract. Empresa Col- 
ombiana de Niquel, Limitada 
(Econiquel), a subsidiary of a Col¬ 
ombian government development 
agency, will be a 45 percent owner. 
Conicol originally held a two-thirds 
interest in the project with Econi¬ 
quel owning the balance. 

Financing discussions are being 
conducted with the World Bank, the 
U. S. Export-Import Bank and a 
group of commercial banks. Before 
construction can commence, finan¬ 



cing negotiations must be com¬ 
pleted and governmental approvals 
and other documentation must be 
concluded. 

Cerro Matoso is designed for an 
annual production of 50 million 
pounds of nickel contained in fer¬ 
ronickel in the early years. The fer¬ 
ronickel will contain 35to 40 percent 
nickel. It is anticipated that con¬ 
struction will commence in 1979. 

Cerro Matoso is a lateritic nickel 
deposit located near Montelibano, 
Department of Cordoba, in the 
northwest of Colombia. 
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New potline building is part of 
expanded facilities now being 
started up at Alcominas. 



ALUMINUM/Brazil 

The expanded facilities of 
Alcominas have been installed and 
now are in the start-up period, 
having been completed ahead of 
schedule. This has raised the 
aluminum production capability 
from 60,000 metric tons annually to 
90,000 tons and was financed by re¬ 
tained earnings and new borrowing. 

In 1978 Alcominas again pro¬ 
duced at capacity levels throughout 
the year and its earnings remained 
about the same as in 1977. After the 
effect of a direct charge relating to 
the expansion program, Hanna’s 32 


percent equity portion of Alcominas 
1978 earnings was $3.8 million, com¬ 
pared to $4.6 million the year before. 

In 1978 Hanna received dividends 
from Alcominas of $1,012,000, com¬ 
pared to $304,000 the year before. 

Alcominas produces high quality 
aluminum metal and alumina for the 
Brazilian market at its integrated 
property at Pocos de Caldas in 
the State of Minas Gerais. The 
Aluminum Company of America is 
Hanna’s partner in the company and 
manages the project. 


PETROCHEMICALS/Brazil 

Dividend income from Unipar.the 
holding company in which Hanna 
has a 15 percent interest, increased 
20 percent to $634,000 in 1978. 

Unipar has varying interests in 11 
companies, all but one of which pro¬ 
duce petrochemicals or provide ser¬ 
vices to that industry, including 
marketing and transportation. All 
operated at a profit in 1978 and six 
paid dividends to Unipar. 

The companies in the Unipar 
group produce a standard range of 
petrochemicals, chlorine and caus¬ 
tic soda. Their plants are located in 
the Sao Paulo/Santos area. 
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Delineation drilling continues at 
copper deposit in Arizona. The 
samples in this core box are ready 
forevaluation. 


Geologist takes samples from 
formation at Iron Ore Company of 
Canada north end operations near 
Schefferville. 
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EXPLORATION/RESEARCH 

The activities of Hanna geol¬ 
ogists and metallurgists are closely 
coordinated, for in most instances 
the expertise of both is required to 
achieve two basic objectives — to 
locate new sources of minerals and 
to improve product quality and pro¬ 
cess efficiency. We are continuing 
to spend increasing amounts in 
both areas of activity. 

The principal focus of Hanna’s 
current exploration program is on 
oil, coal, gas, uranium, and base and 
precious metal prospects in the 
United States and Canada. More 
than 50 percent of this year’s explor¬ 
ation budget is directed at energy- 
related resources. 

Research studies continued last 
year on low grade lateritic nickel 


ores from Oregon, taconites from 
the Lake Superior region, and 
copper from Arizona. 

Study and evaluation of core 
samples from the copper property 
near Casa Grande, Arizona, resulted 
in an improved, simplified flow¬ 
sheet to treat all types of copper 
mineralization in the deposits. 

This prospect, a joint exploration 
venture of Hanna and Getty Oil 
Company, contains approximately 
350 million tons of material with an 
average grade of about 1 percent 
copper. The mineralization occurs 
at depths of 1600 to 3300 feet and is 
mineable by underground methods. 
Fill-in surface drilling of the Casa 
Grande copper deposit to delineate 
the mineralization will be concluded 
in 1979. Extensive studies of 
geology, metallurgy, engineering, 
economics, and the environment 
must be completed before a com¬ 
mercial development can be con¬ 
sidered. 
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MARINE SERVICES 

Hanna-operated vessels on the 
Great Lakes and in the St. Law¬ 
rence Seaway transported 5.3 mil¬ 
lion tons of ore last year, slightly 
more than in 1977, and 56.1 million 
bushels of grain, an increase of 
more than 50 percent over the prior 
year. 

The Hanna-operated coal loading 
docks on Lake Erie handled 8.6 mil¬ 
lion tons, compared to 9.6 million 
tons the year before. The iron ore 
unloading docks at Cleveland and 
Philadelphia handled 8.6 million 
tons, one-third more than the year 
before, when Great Lakes tonnages 
were reduced by strikes at the min¬ 
ing properties. 

The M/V George A. Stinson, the 
new 1000-foot self-unloader owned 
by National Steel Corporation and 
operated by Hanna, was placed in 
service in October and operated 
without difficulty. Her average 
cargo exceeded 56,000 tons of iron 
ore pellets. 

Through much of the year the 
level of ocean shipping activity 
reflected the continued depressed 
state of the bulk shipping busi¬ 
ness worldwide, compounded by 
reduced shipments of iron ore 
during the strike at Iron Ore Com¬ 
pany of Canada. Some improvement 
began to occur in the fourth quarter. 
Hanna’s Ocean Marine Division 
engages in global shipping and 
chartering activities. 


MANAGEMENT 

After 48 years of service, Walter P. 
Weber, senior vice president, prop¬ 
erties and government affairs, 
retired in 1978. He began his career 
in 1930 with Butler Brothers, the 
Minnesota mining company ac¬ 
quired by Hanna in 1948. After 
holding numerous administrative 
positions over the years he was 
elected vice president, mineral 
properties, in 1965 and senior vice 
president in 1969. He is widely 
known in the industry and Hanna 
benefitted greatly from his knowl¬ 
edge, judgment, and experience. 

In a management realignment, 
James E. Courtney was elected 
senior vice president, corporate 
development, with responsibility for 
international investments, lands 
and leases, exploration geology, 
and technical services. Mr. Court¬ 
ney joined Hanna in 1974 as vice 
president, international operations, 
after having represented the com¬ 
pany as an attorney in private prac¬ 
tice for more than 10 years. He will 
continue to serve as president of St. 
John d’el Rey Mining Company, 
Limited. 

At the same time, George M. 
Humphrey, II, was elected vice 
president, sales; Donald K. Nelson, 
vice president, international opera¬ 
tions, and James A. Nordine, vice 
president, lands and leases. 

Mr. Humphrey, formerly manager 
of sales, joined Hanna in 1970 and 
two years later became European 
representative, based in London. He 
returned to Cleveland headquarters 
in 1977. 

Mr. Nelson joined Hanna in 1953 
in Minnesota and held various 
management positions in iron ore 
operations before being transferred 
to Cleveland in 1971 as manager of 


international operations. He 
became general manager of inter¬ 
national operations in 1974. 

Mr. Nordine, assistant vice presi¬ 
dent, properties, since 1976, joined 
Hanna in 1961 as assistant 
secretary after having engaged in 
the private practice of law in Duluth 
since 1948. 

Early this year Richard R. Smith 
was elected vice president, 
domestic operations, and was suc¬ 
ceeded as vice president, technical 
services, by B. M. Monaghan, for¬ 
merly vice president, operations, of 
Iron Ore Company of Canada. 

Mr. Smith, who earlier had served 
for two years as general manager of 
domestic operations, joined the 
company in 1959 after nearly 10 
years in. iron ore operations and 
research. After holding manage¬ 
ment positions at the Groveland and 
National Steel pellet projects, he 
was transferred to Cleveland in 1971. 

Mr. Monaghan had been asso¬ 
ciated with IOC and affiliates since 
1948. He played a key role in the con¬ 
struction of the Quebec North Shore 
& Labrador Railroad and over the 
years held top operating respon¬ 
sibilities with the railroad, the Carol 
pellet project, and Sept-lles opera¬ 
tions, and was elected a vice presi¬ 
dent of IOC in 1976. 

In February John S. Pyke, Jr., was 
elected a vice president and will 
continue to serve as secretary of 
Hanna and of St. John d’el Rey Min¬ 
ing Company, positions he has held 
since 1973. He joined the company 
as a staff attorney in 1968 after four 
years in private law practice in New 
York City. 
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Report of Ernst & Ernst, 
Independent Auditors 


Board of Directors 

The Hanna Mining Company 

Cleveland, Ohio 

We have examined the consolidated balance sheets of The Hanna 
Mining Company and consolidated subsidiaries as of December 31,1978 
and 1977, and the related statements of consolidated income, 
stockholders’ equity and changes in financial position for the years then 
ended. Our examinations were made in accordance with generally 
accepted auditing standards and. accordingly, included such tests of the 
accounting records and such other auditing procedures as we considered 
necessary in the circumstances. We did not examine the financial 
statements of certain companies carried at equity. The net equity in com¬ 
bined net income and losses of such companies amounted to 19% and 
22% of the consolidated income before income taxes for the years ended 
December 31,1978 and 1977 respectively. The statements of such com¬ 
panies were examined by other international auditors and/or their affili¬ 
ates whose reports thereon have been furnished to us, and our opinion 


expressed herein, insofar as it relates to the amounts included for such 
companies, is based solely on the reports of such other auditors. 

In our opinion, based upon our examinations and the reports of other 
auditors, the financial statements referred to above present fairly the con¬ 
solidated financial position of The Hanna Mining Company and consoli¬ 
dated subsidiaries at December 31,1978 and 1977, and the consolidated 
results of their operations and changes in their financial position for the 
years then ended, in conformity with generally accepted accounting prin¬ 
ciples applied on a consistent basis. 


Cleveland. Ohio 
February 23, 1979 







Summary of Accounting Policies 

Interests in Associated and Other Companies: 

The Company's policy is to include all wholly-owned operating sub¬ 
sidiaries in its consolidated financial statements. 

Interests in Iron Ore Company of Canada and certain other companies 
are carried at cost adjusted for equity in earnings and losses since dates of 
acquisition, less dividends. For National Steel Corporation, carried at 
market, and certain other companies, carried at cost, dividends are 
recorded as earnings when received. 

Short-Term Securities: 

Short-term securities are stated at cost plus accrued interest, which 
approximates market value. 

Inventories: 

Inventories are stated at the lower of average cost or market. The Com¬ 
pany follows the industry practice of carrying supplies inventory as a cur¬ 
rent asset, although a portion of such inventory may not be used within 
one year. 

ftoperty, Plant and Equipment: 

Property, plant and equipment are stated on the basis of cost. Provi¬ 
sions for depreciation and depletion have been computed principally on 
the unit-of-production and straight-line methods at rates sufficient to 
depreciate the cost of the assets over their estimated productive lives. 

The general policy of the Company with respect to property items 
retired or otherwise disposed of is to relieve the property accounts and 
related allowances of the amounts included therein for such items. Any 
profit or loss on retirement or disposal of an entire unit is included in 
operations. On other items, profit or loss on retirement or disposal is in¬ 
cluded in the allowance. 


Maintenance, repairs, and minor renewals are charged to operating 
expenses, whereas betterments are capitalized. Exploration, research, 
and development costs are charged to operating expenses as incurred. 

Income Taxes: 

Deferred income taxes arise principally from accelerated depreciation 
claimed for tax purposes and undistributed earnings of associated com¬ 
panies carried at equity. Investment tax credits are recorded as a reduc¬ 
tion of the current federal income tax provision. 

Discount on Debentures: 

Discount on purchases of the Company’s debentures for treasury prior 
to December 31,1972, is included in income as the debentures are retired 
to meet the annual sinking fund requirement. Discount on debentures 
purchased after such date is included in income at the time of purchase. 

Translation of Currency: 

Equity in earnings of certain associated foreign companies are 
translated at appropriate U S. dollar equivalents. 

Trade Transactions: 

In accordance with industry practice, amounts applicable to iron 
ore traded with other producers are excluded from sales and cost of 
goods sold. 

Net Income Per Share: 

Net income per share is computed based on the average number of 
shares of common stock outstanding during the year. The effect of 
assuming the exercise of stock options would be insignificant. 
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Statements of Consolidated Income 





1978 Year Ended Dec. 31 1977 

INCOME 






Net sales and operating revenues 



.... $327,469,266 


$331,042,341 

Dividends. 



.... 3,651,763 


3,385.386 

Income of companies carried at equity. . . 


.... 3.878,576 


22,233,095 

Interest. 



.... 5,038,863 


1.564.152 

Sundry. 



.... 348.962 


1.487,833 

TOTAL .... 



.... 340,387,430 


359,712,807 

COSTS AND EXPENSES 






Cost of goods sold and operating expenses . 


.... 281,730,203 


279,142,719 

Selling, general and administrative expenses 


.... 12,186.867 


11,352,359 

Depreciation and depletion . . 



.... 10,496,922 


10,235,308 

Interest on long-term debt. . . 



.... 4,154.310 


2,207,759 

Income taxes. 



.... 6,265,333 


11,316,643 

TOTAL .... 



.... 314,833,635 


314,254,788 

NET INCOME. . 



.... $ 25,553,795 


$ 45,458,019 

NET INCOME PER SHARE. . 


.... $2.88 


$5.13 

Statements of Consolidated Stockholders’ Equity 




Unrealized 






Loss on 


Total 


Common 

Capital 

Retained Long-Term 

Treasury 

Stockholders’ 


Stock 

Surplus 

Earnings Investment 

Stock 

Equity 

Balance January 1,1977 . . . 

$8,899,800 

$22,404,906 

$321,966,487 $(13,678,682) 

$(552,963) 

$339,039,548 

Net income for 1977. . . . 



45,458,019 


45,458,019 

Cash dividends— 






$1.80 a share. 



(15,963,390) 


(15,963,390) 

Proceeds from 10,125 






shares sold under 






stock options. 

10,125 

343,773 



353,898 

Adjustment to market value . 



(13,612,500) 


(13,612,500) 

Balance December 31,1977 . . 

8,909,925 

22,748,679 

351,461,116 (27,291,182) 

(552,963) 

355,275,575 

Net income for 1978. . . . 



25,553,795 


25,553,795 

Cash dividends— 






$1.80 a share. 



(15,974,415) 


(15,974,415) 

Proceeds from 2,500 






shares sold under 






stock options. 

2,500 

74,349 



76,849 

Adjustment to market value . 



( 4,125,000) 


( 4,125,000) 

Balance December 31,1978 . . 

$8,912,425 

$22,823,028 

$361,040,496 $(31,416,182) 

$(552,963) 

$360,806,804 


See summary of accounting policies and notes to financial statements. 
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Consolidated Balance Sheets 


Assets 

1978 December 31 

1977 

CURRENT ASSETS 

Cash. 

. . $ 2,114,978 

$ 3,195,493 

Short-term securities. 

. . 58,643,405 

38,306,908 

Receivables: 

Trade. 

. . 46,967,814 

44,622,636 

Other. 

. . 8,885,900 

7,614,090 


55,853,714 

52,236,726 

Inventories: 

Finished products. 

. . 28,599,091 

27,251,759 

Supplies. 

. . 13,426,786 

13,356,056 


42,025,877 

40,607,815 

TOTAL CURRENT ASSETS. 

. . 158,637,974 

134,346,942 

PROPERTY, PLANT AND EQUIPMENT 

Mineral and oil lands and leases. 

. . 11,790,804 

12,939,808 

Plants and equipment. 

. . 115,345,923 

111,022,125 


127,136,727 

123,961,933 

Less allowances for depreciation and depletion. 

. . 81,828,288 

75,382,960 

TOTAL PROPERTY, PLANT AND EQUIPMENT . . 

. . 45,308,439 

48,578,973 

OTHER ASSETS 

Working assets — Interests in associated companies: 

Iron Ore Company of Canada. 

. . 105,690,458 

105,609,458 

Other associated companies. 

. . 106,826,927 

100,656,306 

Interests in other companies: 

National Steel Corporation (cost $63,316,182). 

. . 31,900,000 

36,025,000 

Other companies. 

. . 28,904,527 

30,697,923 

Sundry assets and deferred charges. 

. . 21,496,506 

22,063,628 

TOTAL OTHER ASSETS. 

. . 294,818,418 

295,052,315 


$498,764,831 

$477,978,230 
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The Hanna Mining Company and Consolidated Subsidiaries 


Liabilities and Stockholders’ Equity 

1978 

December 31 1977 

CURRENT LIABILITIES 



Trade and sundry payables. 

... $ 35,897,737 

$ 40,005,801 

Accrued expenses. 

. . . 13,874,276 

14,015,138 

Federal i ncome taxes. 

. . . 16,776,763 

13,507,929 

Current portion of long-term debt. 

. . . 15,549 

15,549 

TOTAL CURRENT LIABILITIES. 

. . . 66,564,325 

67,544,417 

LONG-TERM DEBT 



4¥4% Sinking Fund Debentures — payable 



$2,000,000 annually. 

. . . 24,000,000 

26,000,000 

Less debentures in treasury. 

. . . 7,126,550 

8,956,550 


16,873,450 

17,043,450 

8.3% promissory notes. 

. . . 35,000,000 

20,000,000 

Other, excluding current portion. 

. . . 826.630 

826,630 

TOTAL LONG-TERM DEBT. 

. . . 52,700,080 

37,870,080 

OTHER LONG-TERM LIABILITIES 



Deferred income taxes. 

. . . 16,052,400 

14,554,200 

Other . 

. . . 2,641,222 

2,733,958 

TOTALOTHER LONG-TERM LIABILITIES . . . 

. . . 18,693,622 

17,288,158 

STOCKHOLDERS’ EQUITY 



Common Stock, par value $1 a share: 



Authorized 13,500,000 shares 



Issued 8,912,425 shares (8,909,925 in 1977). 

. . . 8,912,425 

8,909,925 

Capital surplus. 

. . . 22,823,028 

22,748,679 

Retained earnings. 

. . . 361,040,496 

351,461,116 

Unrealized loss on long-term investment. 

. . . (31,416,182) 

(27,291,182) 

Cost of treasury stock (36,500 shares). 

. . . (552,963) 

(552,963) 

TOTAL STOCKHOLDERS’EQUITY. 

. . . 360,806,804 

355,275,575 


$498,764,831 

$477,978,230 


See summary of accounting policies and notes to financial statements. 
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Statements of Consolidated Changes in Financial Position 


The Hanna Mining Company and Consolidated Subsidiaries 
SOURCE OF FUNDS 

Net income for the year. 

Depreciation and depletion. 

Deferred income taxes. 

Undistributed losses (income) of companies carried at equity . . 

Funds provided from operations. 

Increase in long-term debt. 

Decrease in interests in associated and other companies. . . . 

Disposals of property, plant and equipment. 

Other . 

APPLICATION OF FUNDS 

Expenditures for property, plant and equipment. 

Expenditures for interests in associated and other companies . . 

Cash dividends. 

Decrease in long-term debt. 

Other . 

Increase in working capital. 

Working capital beginning of year. 

Working capital end of year. 

DETAILS OF INCREASE IN WORKING CAPITAL 

Cash and short-term securities. 

Receivables. 

Inventories. 

Trade and sundry payables. 

Accrued expenses. 

Federal i ncome taxes. 

Current portion of long-term debt. 

Total Increase. 


1978 Year Ended Dec. 31 1977 


$ 25,553,795 
10,496,922 
1,498,200 
2,778,000 
40,326,917 
15,000,000 
1,086,936 
735,424 
645,971 
57,795,248 

6,190,296 

10.018,188 

15,974.415 

170,000 

171,225 

32.524.12 4 

25.271.124 
66,802,525 

$ 92,073,649 


$ 19,255,982 
3,616,988 
1,418,062 
4,108,064 
140,862 
(3,268,834) 


$ 25,271,124 


$ 45,458,019 
10,235,308 
1,704,000 
(15,314,000) 
42,083,327 
20,000,000 
607,153 
361,071 
_ 353,898 

63,405,449 

11,361,516 
13.584,886 
15,963,390 
8,410,088 
422,422 
49742,302 
13,663,147 
53,139,378 
$ 66,802,525 


$ 12,576,030 
(5,814,251) 
15,775,376 
(8,999,122) 
(1,288,499) 
852,602 
561,011 
$ 13.663,147 


See summary of accounting policies and notes to financial statements. 


20 




















































Notes to Financial Statements 


Interests in Associated and Other Companies 

Percent 

Owned 


Working assets—Interests in associated companies: 

Iron Ore Company of Canada.27.14 

Other: 

Carried at equity: 

St. Johnd’elRey Mining Co., Ltd. (Brazil) . . . 66.31 

Alcominas (Brazil).31.97 

National Steel Pellet Co.15.0 

Colowyo Coal Co.50.0 

H-GCoalCo.50.0 

Other . 

Carried at cost: 

Butler Taconite Project.37.5 

Pilot Knob Pellet Co.50 0 

Exmibal (Guatemala).20.0 

Other . 


Interests in other companies: 

National Steel Corporation. 5.7 

Other: 

Carried at equity: 

Labrador Mining and Expl. Co., Ltd. (Canada) . . 22.3 
Hollinger North Shore Expl. Co., Ltd. (Canada) . . 40.0 

Other . 

Carried at cost: 

Unipar (Brazil).15.1 

Other . 


Less dividend income of non-equity companies 
Income of companies carried at equity . . . 


Dividends 


Income (Loss) 

Received 

Carrying Value 

1978 

1977 

1978 1977 

1978 1977 


(amounts in thousands) 


$ 81 

$12,183 

$ - $ - 

$105,690 $105,609 


202 

3,810 

1,505 

2,377 

$ 22,395 

$ 23,698 

3.840 

4.598 

1.012 

304 

17,899 

14,647 

532 

(708) 

— 

— 

9,331 

8,799 

(3,479) 

(2.338) 

— 

— 

16.292 

17,754 

(184) 

— 

— 

— 

6.308 

— 

419 

(127) 

303 

267 

3.991 

4,342 

_ 

_ 

_ 

— 

9.994 

11,418 

— 

— 

— 

— 

1.389 

2,815 

— 

— 

— 

— 

8.323 

8,323 

— 

— 

— 

— 

10,905 

8,860 





$106,827 

$100,656 

2.750 

2,750 

2,750 

2,750 

$ 31.900 

$ 36,025 


1,617 

2,993 

3,507 

1.637 

$ 19.286 

$ 21,176 

506 

915 

288 

900 

770 

552 

345 

907 

466 

1.434 

1.274 

1.240 

634 

527 

634 

527 

5,998 

5,998 

268 

108 

268 

108 

1,577 

1,732 

7,531 

25,618 

$10,733 $10,304 

$ 28,905 

$ 30,698 


3,652 

3.385 

$ 3.879 

$22,233 


Iron Ore Company of Canada: 

The Company's interest in Iron Ore Company of Canada included in 
the consolidated balance sheets includes debentures of $18,758,000. 
Included in the caption Sundry Assets and Deferred Charges at 
December 31, 1978 and 1977 are advances of $13,664,000 receivable 
from Iron Ore Company of Canada. Included in accounts payable at 
December 31, 1978 is $12,344,000 ($11,108,000 in 1977) due to Iron 
Ore Company of Canada. 

Iron Ore Company of Canada follows the policy of capitalizing interest 
on funds borrowed to finance expansion projects. Depreciation of in¬ 
terest, capitalized in prior years, amounted to $803,000 in 1978 and 
$1,202,000 in 1977. Preoperating costs, capitalized in 1973, are being 
amortized over five years. Such amortization amounted to $3,124,000 in 
1978 and 1977. 


Following is a summary of financial information of Iron Ore Company of 
Canada, owned 27.14% by Hanna: 



1978 

1977 


(in thousands) 

Net current assets. 

. $ 39,914 

$ 14.908 

1 nvestments and other assets . . 

16,446 

16,184 

Property, plant and equipment — net 

695,657 

714,399 

Long-term debt and liabilities . . 

(423.685) 

(417,458) 

Net assets. 

. $328,332 

$328,033 

Sales and operating revenues . . 

. $421,263 

$606,144 

Net income. 

. $ 299 

$ 44.888 
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Notes to Financial Statements (continued) 


St. John d'el Rey Mining Co., Ltd.: 

Following is a summary of financial information of St. John d'el Rey 
Mining Co., Ltd., owned 66.31% by Hanna. St. John owns 49% of 
MBR, Brazilian iron ore company: 

1978 1977 


(in thousands) 


Net current assets. 

$ 772 

$ 1,617 

Investment in MBR. 

35,140 

36,359 

Other assets. 

52 

260 

Deferred income taxes. 

(4,046) 

(4,351) 

Net assets. 

$31,918 

$33,885 

Net income. 

$ 365 

$ 5.788 


MBR's iron ore sales amounted to $171,929,000 in 1978 and 
$171,277,000 in 1977 and MBR's debt amounted to $133,293,000 at 
December 31. 1978. 


Companhia Mineira de Aluminio (Alcominas): 

Following is a summary of financial information ot Alcominas. Brazilian 
aluminum producer owned 31.97% by Hanna: 

1978 1977 


(in thousands) 


Net current assets. 

$ 6.066 

$ 9.485 

Property, plant and equipment — net . 

115,604 

93.544 

Other assets and deferred charges . 

7.005 

7.190 

Long-term debt and liabilities . . 

(72.401) 

(64.120) 

Net assets. 

$56,274 

$46,099 

Net sales. 

$87,083 

$79,053 

Net income. 

$13,691 

$13,775 

National Steel Pellet Company: 



Following is a summary of financial information of National Steel Pellet 
Company, Minnesota iron ore producer owned 15% by Hanna: 


1978 

1977 


(in thousands) 

Net current assets. 

$ 63.996 

$ 39,129 

Property, plant and equipment — net . 

251,770 

261.632 

Other assets and deterred charges . . 

814 

721 

Long-term debt and liabilities . . . 

(254,374) 

(242.822) 

Net assets. 

$ 62,206 

$ 58.660 

Sales . 

$152,018 

$ 73.554 

Net income (loss). 

$ 3.546 

$ (4,719) 


Colowyo Coal Company: 

Following is a summary of financial information of Colowyo Coal 
Company, Colorado coal producer owned 50% by Hanna: 

1978 1977 


(in thousands) 


Net current assets (liabilities) . . . 

$ 1.767 

$( 149) 

Property, plant and equipment — net 

79,083 

58.942 

Other assets and deferred charges . . 

339 

551 

Long-term debt. 

(48.607) 

(15,587) 

Net assets. 

$ 32.582 

$ 43.757 

Sales . 

$ 16.793 

$ 4.329 

Net loss before income taxes. . . . 

$ 6.958 

$ 4.676 

Labrador Mining and Exploration Company. Limited: 


Following is a summary of financial information in Canadian dollars of 
Labrador Mining and Exploration Company, Limited, owned 22.3% by 

Hanna: 

1978 

1977 


(in thousands) 

Net current assets. 

Investments: 

$47,436 

$45,588 

1 ron Ore Company of Canada.... 
Other — market $29,963 

14.242 

14,242 

(1977—$24.920). 

20.803 

26.994 

Property, plant and equipment — net 

63 

76 

Mining rights and concessions . . . 

1.886 

1.886 

Net assets. 

$84,430 

$88,786 

Royalty income on iron ore .... 

$22,973 

$30,262 

Net income. 

$13,855 

$17,404 


Depreciation. Depletion, and Interest: 

The Company, through its ownership interest, is entitled to its propor¬ 
tionate share of the production of Butler Taconite Project and Pilot Knob 
Pellet Co. at cost. The Company's proportionate share of depreciation 
(1978 — $3,495,000; 1977 — $3,407,000) and interest on long-term 
debt (1978 — $804,000; 1977 — $896,000) has been so classified in 
the statements of consolidated income and the remaining costs are in¬ 
cluded in cost of goods sold and operating expenses. 

It is the policy of MBR and Alcominas to capitalize interest and certain 
preoperating costs during construction. These costs are principally being 
amortized over five years. 

Translation and Exchange Gains and Losses: 

The Company’s share of translation and exchange gains and losses of 
companies carried on the equity method amounted to losses of 
$9,202,000 in 1978 and $5,942,000 in 1977. 








































































































The Hanna Mining Company and Consolidated Subsidiaries 


Undistributed Earnings Included in 
Retained Earnings 

Included in the Company’s retained earnings are the undistributed 
earnings of companies accounted for on the equity method. Such 
amounts, after providing deferred income taxes, aggregated approxi¬ 
mately $37,500,000 and $41,400,000 at December 31,1978 and 1977, 
respectively. 

Transactions with Related Companies 

The Company is Managing Agent for National Steel Corporation's iron 
ore and steamship divisions and certain other companies in which it has 
an equity ownership position. The Company is reimbursed for direct 
expenses, and receives a management fee for services which amounted 
to $1,579,000 in 1978 ($890,000 in 1977). 

The Company, participating jointly with National Steel Corporation, is 
entitled to its proportionate share of the production at market with respect 
to National Steel Pellet Company and at cost with respect to Pilot Knob 
Pellet Company. 

The Company is Managing Agent for Iron Ore Company of Canada, 
and owns approximately 27% of the stock, the balance of which is owned 
in smaller percentages by six United States steel companies (including 
National Steel Corporation with approximately an 18% interest) and two 
Canadian companies, including Labrador Mining & Exploration Co., Ltd. 
In 1978 Iron Ore Company of Canada sold iron ore to the Company in the 
amount of $82,141,000 ($116,987,000 in 1977). In 1978 Iron Ore Com¬ 
pany of Canada incurred royalty expense of approximately $21,644,000 
($31,396,000 in 1977) which was payable to Labrador Mining & Explora¬ 
tion Co.. Ltd. and Hollinger North Shore Exploration Co., Ltd. In 1978 
Iron Ore Company of Canada also incurred commission expense of 
$206,000 ($342,000 in 1977) payable to the Company and $1,398,000 
($2,254,000 in 1977) payable to a 50% owned affiliated company 
carried at equity. 

In 1978, including trade transactions, the Company purchased from 
National Steel Corporation iron ore in the amount of $48,958,000 
($39,763,000 in 1977), sold iron ore to them in the amount of 
$72,124,000 ($53,661,000 in 1977) and paid them for transportation of 
iron ore $1,376,000 ($1,200,000 in 1977). 

Sundry Income 

Sundry income includes the following: 

1978 1977 

(in thousands) 

Gain on purchase of debentures . . . $38 $1,275 

Other. _311 _213 

$349 $1,488 


Income Taxes 

The total provision for income taxes payable to federal, foreign, and 
state governments, includes deferred income taxes of $1,498,200 in 
1978 and $1,704,000 in 1977. Investment tax credits amounted to 
$1,286,900 in 1978 and $1,627,600 in 1977. Refund of prior years taxes 
amounted to $1,689,000 in 1978 

A reconciliation between the United States federal statutory rate and 
the effective income tax rate follows: 



1978 

1977 

Statutory tax rate. 

... 48% 

48% 

Percentage depletion deduction . 

... (14) 

( 8) 

Dividend received deduction . . 

.... (5) 

(10) 

Credit for foreign taxes paid 

.... (4) 

( 8) 

Investment tax credit . . 

.... (4) 

( 3) 

Refund of prior years payments . 

.... (5) 

— 

State income taxes . . . . 

2 

1 

Other . 

.... 2 

— 

Effective Income Tax Rate . . 

.... 20% 

20% 

Interest received on the refund of 

prior years taxes of $1. 

841.000 is 


included in interest income 

Pensions 

The Company and its subsidiaries have various pension plans cover¬ 
ing substantially all of their employees. Total pension expense of 
$5,715,000 in 1978 and $5,807,000 in 1977 includes amortization of 
prior service cost over appropriate periods. The Company's policy is to 
fund pension cost accrued. The actuarially computed value of vested 
benefits for all plans as of December 31.1977, the latest valuation date, 
exceeded the market value of total pension fund assets by approximately 
$16,800,000 The unfunded portion of past service costs as of December 
31.1977 under the Company's various pension plans was estimated by 
consulting actuaries to be approximately $36,600,000. 

Long-Term Debt 

The 8.3% promissory notes become due $2,300,000 per year for the 
period December 1,1983 through 1996, with the balance due in 1997. 
Provision is made for prepayments aggregating $7,000,000 without 
penalty. 

The indenture relating to the 4 3 /<% Sinking Fund Debentures and the 
aforementioned note agreement contain certain limitations relative to cash 
dividends and other stock payments. Under the most restrictive of these 
agreements, approximately $54,600,000 of retained earnings was free 
of such limitations at December 31, 1978. 
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Notes to Financial Statements (continued) 


Business Segments 

The Company has two principal segments; iron ore produced by the Company and purchased from affiliates and others, and ferronickel 
produced by the Company. 


Year Ended December 31 



1978 

1977 

1976 

(in thousands) 

1975 

1974 

Net Sales and Operating Revenues 

Iron ore. 

$246,954 

$255,024 

$275,820 

$241,919 

$182,481 

Ferronickel. 

40,249 

41,595 

47,044 

44,637 

40.549 

Other . 

40,266 

34,423 

40.671 

45.088 

49,197 

TOTALS . 

$327,469 

$331,042 

$363,535 

$331,644 

$272,227 

Operating Profit 

Iron ore. 

$ 28,354 

$ 28,255 

$ 39,018 

$ 35,749 

$ 23,782 

Ferronickel. 

5,454 

12,544 

19.965 

19,864 

17.336 

Other . 

5,908 

5,289 

5,644 

9,913 

12.969 

TOTAL OPERATING PROFIT. 

39,716 

46,088 

64.627 

65,526 

54,087 

Corporate expenses. 

(11,274) 

(12,724) 

(8,746) 

(11,650) 

(11.826) 

Interest expense. 

(4.154) 

(2,208) 

(2,443) 

(3,818) 

(4.142) 

Dividend income. 

3,652 

3,385 

3,142 

2,875 

3.409 

Income (loss) of companies carried at equity . . . 

3,879 

22,233 

17,178 

14,926 

(8,943) 

INCOME BEFORE TAXES. 

$ 31,819 

$ 56,774 

$ 73,758 

$ 67,859 

$ 32,585 


DEPRECIATION CAPITAL 

AND DEPLETION EXPENDITURES 


IDENTIFIABLE 

ASSETS 


Year Ended December 31, 1978 


Business Segments 

Iron ore. $ 3,448 

Ferronickel. 1,837 

Other. 1,027 

TOTALS. 6,312 

General corporate assets. 690 

Interests in affiliates and others. 3,495 

TOTALS. $ 10,497 


1977 

1978 

1977 

1978 

1977 


(in thousands) 



$ 3,082 

$ 3,582 

$ 4,009 

$ 91,070 

$ 90,626 

1,692 

511 

3,323 

37,334 

37,033 

1,446 

1,713 

2,520 

27,051 

25,212 

6,220 

5,806 

9,852 

155,455 

152,871 

608 

384 

1,510 

69,988 

52/118 

3,407 

10,018 

13,585 

273,322 

272,989 

$ 10,235 

$ 16,208 

$ 24,947 

$498,765 

$477,978 


Sales and trade transactions, principally for iron ore to three major steel companies, amounted to $72,124,000, $43,127,000 and 
$33,090,000 in 1978, and $53,661,000. $25,947,000 and $37,625,000 in 1977. 

Export sales to Canada, Europe and Japan were $43,199,000, $38,313,000, and $5,864,000 in 1978 and $43,144,000, $55,744,000 and 
$18,070,000 in 1977. 
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The Hanna Mining Company and Consolidated Subsidiaries 


Stock Options 

Under the Company’s non-qualified stock option plan, 58,625 shares 
of common stock (61,125 shares in 1977) are reserved for stock options 
to key employees. At December 31,1978, options were outstanding for 
the purchase of 53,625 shares at $26.38 per share (56,125 shares in 
1977) and 5.000 shares are available for future options. Options for 
53.625 shares (35,625 shares in 1977) are exercisable. 

Contingent Liabilities and Commitments 

Under certain conditions, the Company might be required to make 
payments on long-term obligations of certain associated companies in 
proportion to the Company's interest in such companies. At December 
31.1978, the Company was contingently liable under such arrangements 
in the amount of approximately $48,000,000. 

In relation to a nickel project in Guatemala, the Company may be re¬ 
quired to advance up to approximately $4,000,000. 

The Company has guaranteed indebtedness of approximately 
$600,000 at December 31, 1978. incurred by certain key employees to 
purchase common shares under stock options. 

Quarterly Results of Operations (Unaudited) 

The following is a summary of unaudited quarterly results of opera¬ 
tions for the two years ended December 31, 1978. 


1978: 

Net sales and operating revenues. 

Cost of goods sold, operating expenses, and selling. 

general and administrative expenses. 

Income (loss) of companies carried at equity. 

Net income (loss). 

Net income (loss) per share. 

1977: 

Net sales and operating revenues. 

Cost of goods sold, operating expenses, and selling, 

general and administrative expenses. 

Income of companies carried at equity . 

Net income. 

Net income per share. 

Included in the quarter ended December 31,1978 is $2,646,000. or 
$.30 per share, relative to the refund of taxes for prior years. 


Replacement Cost Data (Unaudited) 

As required by the Securities & Exchange Commission, the 
Company's Annual Report on Form 10-K includes estimates of replace¬ 
ment costs of plant and equipment (productive capacity) at December 31. 
1978 and 1977, and the related estimated effect of such costs on 
depreciation. It also includes estimates of replacement costs of inven¬ 
tories at December 31,1978 and 1977, and the related estimated effect on 
cost of goods sold for those years. 

A substantial amount of total productive capacity consists of plant and 
equipment with relatively long useful lives. Accordingly, the cumulative 
impact of inflation on the cost of replacing such assets usually requires a 
substantially greater investment. In the normal course of business, over 
an extended time period, the Company may or may not replace all of its 
productive capacity. When and if replacement is warranted, the Company 
will consider the variable factors and examine alternatives in order to 
achieve the desired economic results. 


Quarter Ended 


Mar. 31 

June 30 

Sept. 30 

Dec. 31 


(in thousands, except per share data) 


$42,126 

$ 56.311 

$118,095 

$110,937 

40,304 

51.038 

108,009 

105,063 

(453) 

(8.277) 

777 

11,832 

1,759 

(3.166) 

8.095 

18,866 

.20 

(36) 

.91 

2.13 

$35,746 

$109,881 

$ 94.654 

$ 90.761 

32,703 

96,876 

84,028 

87,123 

3,743 

5,520 

7,528 

5,442 

6.351 

14,627 

14,529 

9,951 

.72 

1.65 

1.63 

1.13 
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Ten Year Financial Comparison 

(dollars in thousands except per share data) 



1978 

1977 

1976 

SUMMARY OF OPERATIONS 

Net Sales and Operating Revenues. 

. $327,469 

$331,042 

$363,535 

Income (Loss) of Companies Carried at Equity. . . 

. 3,879 

22,233 

17,178 

Cost of Goods Sold and Operating Expenses . . . 

. 281,730 

279,143 

291,221 

Depreciation and Depletion. 

. 10,497 

10,235 

9,841 

Interest on Long-Term Debt. 

. 4,154 

2,208 

2,443 

Income Taxes. 

. 6,265 

11,316 

20,639 

Net Income. 

. 25,554 

45,458 

53,119 

Net Income Per Share. 

. 2.88 

5.13 

6.00 

Cash Dividends. 

. 15,974 

15,963 

14,599 

Dividends Per Share. 

. 1.80 

1.80 

1.65 

BALANCE SHEET 

Working Capital. 

. $ 92,074 

$ 66,803 

$ 53,139 

Property, Plant and Equipment. 

. 45,309 

48,579 

46,500 

Other Assets. 

. 294,818 

295,052 

281,425 

Long-Term Debt. 

. (52,700) 

(37,870) 

(26,280) 

Other Long-Term Liabilities. 

. (18,694) 

(17,288) 

(15,745) 

Total Stockholders’ Equity. 

. $360,807 

$355,276 

$339,039 

Shares Outstanding. 

. 8,875,925 

8,873,425 

8,863,300 

Book Value Per Share. 

. $ 40.65 

$ 40.04 

$ 38.25 
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The Hanna Mining Company and Consolidated Subsidiaries 


1975 


$331,644 

14,927 

263,611 

9,326 

3,818 

20,763 

47,096 

5.33 

12,481 

1.4125 


$ 50,846 
42,254 
241,941 
(29,053) 
(14,270) 

$291,718 

8,839,550 
$ 33.00 


1974 


$272,227 

(8,943) 

213,406 

8,604 

4,142 

15,840 

16,745 

1.90 

11,927 

1.35 


$ 51,540 
41,132 
251,608 
(51,599) 
(14,194) 

$278,487 

8,834,550 
$ 31.52 


1973 


$204,790 

8,752 

170,399 

8,819 

2,805 

8,031 

22,524 

2.55 

11,927 

1.35 


$ 53,566 
42,631 
230,332 
(38,917) 
(13,943) 

$273,669 

8,834,550 
$ 30.98 


1972 


$176,399 

4,850 

146,197 

6,927 

2,742 

5,813 

17,844 

2.02 

11,927 

1.35 


$ 46,962 
35,210 
226,136 
(31,840) 
(13,397) 

$263,071 

8,834,550 
$ 29.78 


1971 


$197,089 

12,935 

168,080 

6,239 

2,828 

5,850 

25,809 

2.92 

11,485 

1.30 


$ 74,156 
27,653 
202,532 
(30,813) 
(16,375) 

$257,153 

8,834,550 
$ 29.11 


1970 


$203,442 

16,094 

169,012 

6,337 

2,979 

10,840 

31,274 

3.56 

11,403 

1.30 


$ 74,084 
25,215 
190,119 
(30,860) 
(15,729) 

$242,829 

8,834,550 
$ 27.49 


1969 


$175,988 

6,997 

142,172 

6,394 

3,317 

9,012 

21,500 

2.47 


10,658 

1.225 


$ 63,442 
27,561 
179,330 
(34,591) 
(14,865) 

$220,877 

8,746,750 
$ 25.25 
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Management’s Discussion and Analysis of the 
Summary of Operations 

1978 Compared to 1977 

Net sales and operating revenues decreased 
$3,573,000 or 1%. The reduction was mainly in iron ore, 
which reflected lower demand in Western Europe and 
Japan. 

Income of companies carried at equity decreased 
$18,354,000 or 83%. The principal decreases were 
$12,102,000 for Iron Ore Company of Canada and 
$2,384,000 for the related Canadian companies, the 
result of a strike at Iron Ore Company of Canada and 
$3,608,000 for St. John d’el Rey because of lower prices, 
increased costs and reduced interest income. 

Cost of goods sold and operating expenses increased 
$2,578,000 or 1% in contrast to the decrease in sales, 
reflecting the continued cost increases in excess of 
price increases. 

Interest in long-term debt increased $1,946,000 
because of the new debt. Cash available from the in¬ 
creased debt contributed to a $3,475,000 increase in 
interest income which also included $1,841,000 of 
interest received in the fourth quarter on refund of prior 
years taxes. 

Income taxes decreased $5,051,000 or 45% on a 
decrease in income before taxes of $24,955,000. The 
decrease in income taxes is also affected by dividend 
received deduction, credit for foreign taxes paid, invest¬ 
ment tax credit, percentage depletion and $1,689,000 re¬ 
fund of prior years taxes received in the fourth quarter. 

1977 Compared to 1976 

Net sales and operating revenues decreased 
$32,493,000 or 9%. The reduction resulted from a 
decrease of 18% in tons of iron ore sold, mainly ore pur¬ 
chased from others, and a reduction of 12% in pounds 
of ferronickel sold, due to reduced demand. 

Income of companies carried at equity increased 
$5,055,000 or 29%. The principal increases were 
$6,971,000 for Iron Ore Company of Canada where 
operating improvements were helped by favorable 
exchange and $2,383,000 for Alcominas on expanded 
operations. The principal reductions were $962,000 for 
St. John d’el Rey due to increased taxes and unrealized 
exchange losses, $1,188,000 for National Steel Pellet 
mainly due to a strike, and $1,095,000 for Colowyo prin¬ 
cipally due to development of a new coal mine. 

Cost of goods sold and operating expenses decreased 
$12,078,000 or 4%, which is not proportional to the 


decrease in revenues because of continued increases 
in labor, materials and energy at all Hanna domestic 
operations and strikes at two iron ore projects and the 
silicon operation. 

Income taxes decreased $9,323,000 or 45%, mainly 
from a decrease of $16,984,000 in income before taxes. 
The change in income taxes is also affected by dividend 
received deduction, credit for foreign taxes paid, invest¬ 
ment tax credit, and percentage depletion. 

Unrealized Foreign Exchange Adjustments 

Financial Accounting Standards Board Statement 
No. 8 requires that unrealized foreign exchange gains 
and losses be reported in current income accounts. 
In Hanna’s case these FASB #8 adjustments relate 
principally to the long-term debt and forward currency 
contracts of affiliated companies carried at equity. In 
1978 these adjustments reduced Hanna’s net income 
by $5,792,000, or 65 cents a share, compared to a reduc¬ 
tion of 1977 earnings by $3,085,000, or 34 cents a share. 
These adjustments are: 


(In 000's except Per Share amounts) 

1978 1977 

Before Unrealized Exchange Adjustment. . $31,346 $48,543 

Per Share. $3.53 $5.47 

Unrealized Exchange Adjustment 
Hanna Equity Portions: 

Iron Ore Company of Canada . . $( 476) $ 2.413 

St. John d’el Rey.$(5,288) $(4,974) 

Alcominas. $J _28) $( 524 ) 

$(5,792) $(3,085) 

Per Share. $(0.65) $(0.34) 

Net Income.$25,554 $45,458 

Per Share. $2.88 $5.13 


The Hanna Mining Company’s common stock is traded on 
the New York Stock Exchange. The ticker symbol is HNM. 
The quarterly high and low sales prices for the shares 
traded on the NYSE for the past two years, and the divi¬ 
dends paid per share, are: 


Sales Price of Dividends 

Common Shares Per Share 



1978 

1977 

1978 

1977 


High 

Low 

High 

Low 



First 

39 

34% 

54% 

47% 

$.45 

$.45 

Second 

36% 

31% 

54% 

47 Vi 

.45 

.45 

Third 

41V4 

32 

49 

37 

.45 

.45 

Fourth 

36% 

28% 

40% 

35% 

.45 

.45 
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Hanna Mining Properties, Affiliates and Operations 


Iron Ore/United States 
Wholly Owned 
Grovel and Mine 

Open pit mine, concentrator and pellet plant; Michigan 

Partially Owned 

Butler Taconite Project (37.5%) 

Open pit mine, concentrator and pellet plant; Minnesota 

National Steel Pellet Company (15%) 

Open pit mine, concentrator and pellet plant; Minnesota 

Pilot Knob Pellet Company (50%) 

Underground mine, concentrator and pellet plant; Missouri 

Ore Sales Division 
Cleveland, Ohio 

Iron Ore/Canada 

Partially Owned 

Iron Ore Company of Canada (27.14%) 

Open pit mines at Schefferville, open pit mines, concentrators 
and pellet plant at Labrador City; Quebec North Shore & 
Labrador Railroad, concentrator and pellet plant and 
loading terminal at Sept-lles; Quebec and Labrador 

Hollinger North Shore Exploration Co., Limited (40%) 
Quebec concessions (Auditors — Thorne Riddell & Co.) 

Labrador Mining and Exploration Co., Limited (22.3%) 
Labrador concessions (Auditors — Thorne Riddell & Co.) 

Managing Agents 

National Steel Corporation of Canada, Limited 
Open pit mine, concentrator and pellet plant; Ontario 

Ore Sales Agent 
London, England 

Non-Ferrous Operations 
Wholly Owned 
Ferronickel 

Open pit mine and smelter; Oregon 

Silicon and Ferrosilicon 
Smelter; Washington 

Coal Operations 

Partially Owned 

Colowyo Coal Company (50%) 

Open pit coal mine; Colorado 

H-G Coal Company (50%) 

Open pit coal mine; Colorado (Auditors—Price 
Waterhouse & Co.) 


Overseas Operations 

Partially Owned Iron Ore 

St. John d’el Rey Mining Company, Limited (66.3%) 
49% ownership of Mineracoes Brasileiras Reunidas 
S.A.—MBR; open pit mines, crushing and sizing facilities 
and vessel loading terminal; Brazil 
(Auditors — Price Waterhouse) 

Partially Owned Aluminum 

Companhia Mineira de Aluminio (Alcominas) (31.97%) 
Open pit bauxite mine, alumina refining plant and aluminum 
smelter; Brazil (Auditors — Coopers & Lybrand) 

Partially Owned Nickel 

Exploraciones y Explotaciones Mineras Izabal, S.A. 

(Exmibal) (20%) 

Open pit mine and smelter; Guatemala 

Partially Owned Petrochemicals 

Uniao de Industrias Petroquimicas S.A. (Unipar) (15%) 
Petrochemical holding company with varying 
interests in 11 companies; Brazil 

Marine Operations 

Domestic 

Operators of Ore Unloading and Coal Loading Docks 
Cleveland. Ashtabula and Sandusky, Ohio, and 
Philadelphia, Pennsylvania 

Hansand Steamship Corporation (33%%) 

Lake Vessel 

Operators of Lake Vessels Owned by National 

Steel Corporation 

Seaway 

Nipigon Transport Ltd. (50%) 

Three Vessels (Auditors.— Peat, Marwick, Mitchell & Co.) 

Carryore, Limited (5%) 

Two Vessels 

Ocean 

Three Bulk Cargo Vessels (50%) 

Chartering and Shipping Agency 
Greenwich, Connecticut (Auditors—Grayson & Bock) 





The Hanna Mining Company Annual Report 1978 




